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1. PURPOSE. This Manual sets forth policy and procedures for administering the Coast Guard
Nonappropriated Fund Instrumentality (NAFI) Program.

2. ACTION. Area and district commanders, commanders of maintenance and logistics commands,
commanding officers of headquarters units, commanding officers of integrated support commands
and unit commanding officers shall ensure that the Nonappropriated Fund Instrumentality
Program is administered in accordance with policies and procedures contained in this Manual.

3. DIRECTIVES AFFECTED. This Manual cancels the Coast Guard Nonappropriated Fund
Activities Manual, COMDTINST M7010.5.

4. CHANGES.

a. Although this Manual constitutes a complete revision to the Coast Guard Nonappropriated Fund
Activities Manual, COMDTINST M7010.5, policies and procedures as previously promulgated
through this Manual are substantially repromulgated through this revision. Significant,
noteworthy changes are identified below. Because this revision constitutes a complete rewrite of
the existing Manual, users are encouraged to review all applicable sections when administering

their NAFI programs.
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In Chapter 1: Emphasizing the mission of Coast Guard NAFIs which include the Coast
Guard Exchange System (CGES), the Coast Guard Morale, Well-being, and Recreation
(MWR) Program and the Coast Guard Child Development Centers (CDC).

In Chapter 2: Establishing the Coast Guard Nonappropriated Fund Program policy and
criteria.

In Chapter 3: Establishing that the primary objective of NAFIs is to provide quality
goods and services at competitive prices to eligible patrons as part of non-pay
compensation benefits.

In Chapter 4: Establishing that the Coast Guard NAF Cash Management program utilizes
a central banking system for the rapid collection and concentration of cash receipts,
efficient disbursement of funds and the investment of excess cash. Participation in this
program is mandatory for all CGES activities and available to other NAFIs on a modified
basis.

In Chapter 5: Establishing that all NAFIs must be able to provide detailed accountability
of their financial assets, liabilities, and net worth, and that must also be able to report the
financial results of operations over a specified period.

In Chapter 6: Establishing policy governing the use of appropriated funds (APFs) and
nonappropriated funds to support Coast Guard NAF programs.

In Chapter 7: Establishing policy for the activating, operating, and deactivating of
satellite operations. The satellite concept allows units to operate a NAFI where a full-
scale retail operation is not possible.

In Chapter 8: Establishing that the CGES Consolidated Insurance Program, administered
by Commandant (G-WPX), provides service-wide coverage to protect the assets and
interests of all Coast Guard NAFTs against insurable losses.

In Chapter 9: Establishing policies and procedures for procurement by Coast Guard
NAFIs.

(10) In Chapter 10: Establishing policy regarding the privilege to use the Coast Guard NAF

programs.

(11) In Chapter 11: Establishing that NAFIs are instrumentalities of the United States

Government and are entitled to all immunities afforded the U.S. Coast Guard under the
Federal constitution and statutes with regard to taxation.

b. Recommendations concerning changes to this Manual or the overall Nonappropriated Fund
Instrumentality program should be addressed to Commandant (G-WPX).
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5. ENVIRONMENTAL ASPECT AND IMPACT CONSIDERATIONS. Environmental

considerations were examined in the development of this Manual and have been determined
to be not applicable.

6. FORMS/REPORTS. The following Exhibits contain blank forms which are found in the

corresponding Chapters:

Exhibit

7-2

7-3

7-4

8-3

8-6

10-4

10-5

10-6

CGES Form-OP20007 LRA: Status of Satellite Exchange. (Reproduce locally)

CGES Form-MR20006 LRA: Nonappropriated Fund Daily Activities Sales and Cash
Receipt Record for Satellites. (Reproduce locally)

CGES Form-OP20008 LRA: Physical Inventory. (Reproduce locally)
CGES Mishap Report Format. (Reproduce locally)

CG 5190: USCG CGES/MWR Casualty/Liability Insurance Report.
(Reproduce locally)

CGES Exchange Visitor Log. (Reproduce locally)

DD Form 2574: CGES Employee Identification Card.
(Order from Commandant (G-WPX))

DD Form 2574: ID Card Request Form. (Reproduce locally)
//Signed//

Sally Brice-O’Hara
Director of Personnel Management
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CHAPTER 1. GENERAL

A. Purpose.

1. The purpose of this Manual is to set policies and administrative procedures for the following
Coast Guard Nonappropriated Fund Instrumentalities (NAFIs): the Coast Guard Exchange
System (CGES) and the Coast Guard Morale, Well-being, and Recreation (MWR) Program,
including Coast Guard Child Development Centers (CDC).

2. Additional policy and procedures applicable to the above NAF Instrumentalities are provided in
the Coast Guard Morale, Well-being, and Recreation Manual, COMDTINST M1710.13 (series),
Child Development Services Manual, COMDTINST M 1754.15 (series) and the Coast Guard
Exchange System Standard Operating Procedures (SOP) Manual.

B. Exclusions. This Manual does not apply to other NAFIs operated by the Coast Guard or other
entities that support the Coast Guard and its missions.

C. Mission. The missions of the Coast Guard NAFIs are multi-faceted.
1. Coast Guard Exchange System. CGES’s mission is to provide quality goods and services of

necessity and convenience to authorized patrons at competitive prices; and, to generate earnings
to support the Coast Guard Morale, Well-being and Recreation program.

2. Morale, Well-being and Recreation. The mission of the MWR program is to uplift the spirits of
the Coast Guard family and be an essential element of Coast Guard mission readiness and
retention through customer-owned and driven MWR programs and services around the world.

3. Child Development Centers. The Coast Guard CDC mission is to assist CG personnel and their
dependents in accessing affordable, quality childcare services and facilities. Additionally, the
CDC mission is to assist military and civilian personnel balance the competing demands of
family life and the accomplishment of the Coast Guard mission, and to improve the economic
viability of the family unit.

D. Legal Status.

1. Nonappropriated Fund Instrumentalities are instrumentalities of the United States Government.
NAFTIs are integral U.S. Coast Guard organizations that perform a government function. They
act in their own name to provide or assist Coast Guard organizational elements in providing
programs for military personnel, their dependents, and authorized civilians. They are not
incorporated under the laws of any state or the District of Columbia. As fiscal entities, they
maintain custody and control over their nonappropriated funds and administer appropriated fund
resources to carry out their purposes.

2. In the absence of specific Federal statutes, Coast Guard NAFIs enjoy the same immunities and
privileges as the U.S. government.
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3. NAFI concessionaire and contractor-operated activities are private businesses and not
instrumentalities of the United States. NAFI privileges and immunities discussed herein do not
apply to NAFI concessionaires or contractors.

4. U.S. Coast Guard NAFTIs are subject to such regulations as the Commandant, U.S. Coast Guard
may prescribe.

5. Nonappropriated fund employees are U.S. Coast Guard employees.
6. Coast Guard NAFIs are operated to support the Coast Guard and its authorized patrons. Coast
Guard NAFIs are not operated for the financial benefit of any person and no person has any

ownership or financial interest in any NAFI.

7. CGES, CGMWR and CGCDC are support programs of the U.S. Coast Guard. Program direction
has been vested in Commandant (G-W).

E. Program Obijectives.

1. To optimize the benefits that NAFIs can legally provide Coast Guard personnel and other
authorized patrons.

2. To operate NAF activities at all levels in the most efficient manner as integral parts of well-
defined and professionally managed programs.

3. To maintain a sound capital structure to ensure continued maintenance, development, and
improvement to NAFI resources.

4. To follow those procedures/systems which currently exist to support other Coast Guard programs
except where there are requirements unique to the NAFL.

5. CGMWR and CGCDC management/operation shall be decentralized but based upon well-
defined Service-wide policy and direction. CGES management/operation is centralized under
the control of Commandant (G-WPX).

F. Waiver Requests. Requests for waivers shall be addressed to the respective Program Manager via
the chain of command. Waivers from the requirements of this Manual may only be approved by
Commandant (G-W), or his/her designee, where special circumstances justify such waivers.




CHAPTER 2. PROGRAM POLICY/CRITERIA

A. Command Relationships.

1.

Coast Guard Headquarters Trust Fund Board of Control. This Board provides
oversight of the Coast Guard Exchange System (CGES) and Coast Guard Morale,
Well-being and Recreation (MWR) programs. With respect to CGES and MWR, the
Trust Fund Board of Control will serve in the capacity of a board of directors to:

a. Review and approve the annual CGES Overhead, CGES/MWR/Child Development
Center (CDC) insurance and the Morale, Well-being and Recreation (MWR) budgets.

b. Review and approve all proposed capital expenditures for CGES construction that
exceed $300,000 and all construction expenditures for the MWR Account.

c. Review and approve the investment policy of the NAF Cash Management Program.
d. Review CGES financial operating results quarterly.

Commandant (G-W). Subject to the Commandant’s general direction through the Trust
Fund Board of Control, authority and supervision over Coast Guard NAF
Instrumentalities are vested in Commandant (G-W), Assistant Commandant for Human
Resources, and further delegated to Commandant (G-WP), Director of Personnel
Management. Specific program management (i.e., Program Manager) is vested in
Commandant (G-WPX), Chief, Office of CG Exchange and Morale, for the Coast Guard
Exchange System and the Coast Guard Morale, Well-being, and Recreation program, and
Commandant (G-WKW-2), Chief, Individual and Family Support Division for Child
Development Centers.

Cognizant Authority. The cognizant authority is that command having oversight
responsibilities for NAFI issues or nonappropriated fund distribution responsibilities for
subordinate commands. For example, Commandant (G-WPX) is the cognizant authority
for Headquarters units and the ISCs for the MWR program. Commandant (G-WPX) is
the cognizant authority for the Coast Guard Exchange System.

Unit Commanding Officers. Commanding Officers/Commanders/Officers-in-Charge
shall ensure that NAF programs are operated in accordance with Coast Guard core
values.

B. Coast Guard Exchange System (CGES) Relationship with Commands. Centralized

administration and management of the Coast Guard Exchange System is vested in
Commandant (G-WPX). The following delineates command and CGES relationships:

1.

Main and branch exchanges operate independently from the host command as a tenant of
the command.
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2. Satellite and independent exchanges are operated on afloat or ashore units. Commanding
officers with satellite exchanges are responsible for the operation of the satellite exchange,
using the inventory, working capital, and some administrative support from the parent
exchange. Commanding officers with independent exchanges are responsible for the
operation of the independent exchange using working capital provided by Commandant (G-
WPX). Satellite exchange procedures are contained in Chapter 7 of this Manual.
Independent exchanges are for all practical purposes Coast Guard exchanges and, therefore,
are bound by this Manual in its entirety except where specifically noted otherwise.

3. Coast Guard NAF activity managers are responsible for operating the NAF activity in a
manner that is consistent with Coast Guard core values.

4. Commandant (G-WPX) will provide and administer a consolidated insurance program to
protect NAF insurable interests that include:

a. Casualty insurance for CGES, MWR and CDC NAF employees.

b. General liability insurance for NAF insurable interests of the CGES, MWR and CDC
programs.

5. Commandant (G-WPX) will manage a centralized cash management and investment
program and appropriate banking services when it is efficient to do so.

6. Commandant (G-WPX) will provide automated payroll services and administration of the
NAF employee benefit plans for eligible NAF employees.

7. Commandant (G-WPX) will manage a financial audit program conducted by independent
resources for nonappropriated fund CGES, MWR and CDC activities.

8. Commands will provide NAF operations/facilities common services and engineering
support consistent with authorized uses and availability of appropriated funds.

9. Commands will provide NAF employees access to Coast Guard training programs
required for all employees.

. Relationship Between MWR Programs and the Coast Guard Exchange System (CGES).
MWR Programs are the responsibility of the local commanding officer and his/her chain-of-
command. The Coast Guard Exchange System activity is the direct responsibility of
Commandant (G-WPX). Therefore, it is essential that individual activities be administered
under the proper program, either CGES or MWR as described below in paragraphs 1 and 2.
Consolidation of local management functions however is authorized, provided that the actual
cost of services is allocated to the proper program. Examples would include CGES
providing bookkeeping and payroll services to the MWR program. However, separate
financial charts of accounts and bank accounts must maintain accountability of MWR and
CGES funds.




1. Coast Guard Exchange System. This program includes resale outlets (i.e. exchange
stores, package liquor stores, gasoline stations, specialty stores, satellites, etc.) and
service activities (i.e., barber shops, laundries, tailors, etc.). Exhibit 2-1 provides a more
detailed list of the various types of CGES activities. Administration of the CGES resale
program is the responsibility of Commandant (G-WPX).

2. Morale, Well-being, and Recreation Program. This program includes sports activities
and facilities (i.e., bowling, golf, tennis, swimming, etc.), hobby facilities (i.e., crafts,
auto hobby, woodworking, etc.), general recreation and family support activities (i.e.,
theaters, child development centers, recreation areas, etc.), military clubs, community
centers, and food service facilities (i.e., cafeterias, snack bars, etc.). Chapter 5 of the
Coast Guard Morale, Well-being, and Recreation Manual, COMDTINST M1710.13
(series) provides a more detailed description of the various types of MWR activities.
Responsibilities within the MWR program are outlined in Chapter 2 of that directive.

3. Combination of Activities. Occasionally an activity of one program will include an activity
which by the above definition, belongs to the other program (i.e., candy resale at a movie
theater). In such cases, the activity will be handled in accordance with Exhibit 2-1, except
when it does not make good business sense to have the appropriate program, as defined,
operate the activity. For example, if the ticket sales person at the theater operation could
also handle candy and popcorn sales, the entire operation may be treated as a MWR
activity. If on the other hand, sales are of such a volume that a separate sales clerk may be
required, that resale operation may be a CGES activity. Questionable cases should be
referred to Commandant (G-WPX) for resolution.

D. Nonappropriated Fund Personnel Policy. Personnel regulations for CGES, MWR and CDC
NAF employees will be governed by policy and procedures established by Commandant
(G-WPC), Chief, Office of Civilian Personnel. These regulations are contained in the
Nonappropriated Fund Personnel Manual, COMDTINST M12271.1 (series). All NAF
employees shall be paid through the centralized NAF payroll system.

E. Nonappropriated Fund Travel. Nonappropriated funds are authorized for official travel of
the NAFI, in accordance with current rules and regulations governing official travel for
military members and civilian employees. Travel claims funded with nonappropriated funds
shall be processed through the USCG Personnel Service Center (PSC), similar to travel
claims funded with appropriated funds. Commands planning travel funded with
nonappropriated funds shall submit a travel order number request to Commandant (G-WPX).
This request shall be from an individual at the command authorized to commit local
nonappropriated funds. Commandant (G-WPX) will provide a travel order number (TONO)
and the corresponding accounting information, necessary to complete the travel orders,
typically a Military Additional Temporary Duty (TAD) or Civilian Temporary Duty (TD)
Request and Travel Order. Once the travel is executed and the travel claim is adjudicated
and paid, Commandant (G-WPX) will advise the unit of the charges incurred against the
TONO. Reimbursement shall be due upon notification by Commandant (G-WPX).
Reimbursement may be affected through the electronic transfer of funds by Commandant
(G-WPX) after command notification.




F. Limitations on Activities.

1. The following activities are prohibited:

a. Independent (civilian, military, or dependent) enterprises are prohibited from operating
NAFIs, except as specified in this Manual or as authorized in writing by Commandant
(G-WPX).

b. The operation of games of chance or lotteries, except as authorized in the Coast Guard
Morale, Well-being, and Recreation Manual, COMDTINST M1710.13 (series), are not
authorized.

c. The sale of state tax-free alcohol and tobacco products through any vending machines.

d. Courtesy cards entitling military or civilian personnel to purchase merchandise from
commercial enterprises issued by or in the name of Coast Guard NAFIs.

e. The use of NAF premises, facilities, or personnel by firms or their representatives for
any type of advertising, promotion, or solicitation purposes. This does not preclude
free product demonstrations, merchandising assistance, training NAF personnel, or
the use of the commercial sponsorship program as defined in the Coast Guard Morale,
Well-being, and Recreation Manual, COMDTINST M1710.13 (series).

2. Participation in commercial contests involving free prizes or premiums for authorized
patrons is authorized.

G. Drinking Age for Coast Guard NAFIs. On Coast Guard installations in the United States,
and its territories, the minimum age for purchasing, consuming or possessing alcoholic
beverages shall be consistent with the laws of the state or territory in which the installation is
located. Guidance on the serving of alcoholic beverages is contained in the Coast Guard
Morale, Well-being, and Recreation Manual, COMDTINST M1710.13 (series).

H. Uniform Reimbursement. In order to make required uniform items readily available to
service members, CGES sells, at cost, military uniforms, which are bought from the Coast
Guard Uniform Distribution Center. CGES is reimbursed from appropriated funds for
operating costs associated with the sale of issue uniform items.

I.  Guns and Ammunition.

1. Coast Guard NAFIs are required to conform to the licensing requirements of the U.S.
Bureau of Alcohol, Tobacco, and Firearms (ATF) regulations regarding the sale and
security of guns and ammunition for resale.

2. Approval to carry firearms and ammunition for resale shall be requested from
Commandant (G-WPX), in writing.

3. Firearms and ammunition for resale shall not be stocked in CONUS NAFIs.
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J. Tobacco Sales Policy.

1.

CGES and authorized MWR facilities may stock tobacco products and sell them at a
lowest possible price as authorized by the Armed Services Exchange Regulations
(ASER).

MWR facilities may purchase resale tobacco products from the closest CGES retail
activity. The MWR facilities may resell only individual packs or inner cartons of the
product, unless specifically authorized in writing to sell cartons by Commandant (G-
WPX). Tobacco products sold by MWR activities shall be sold at the same prices as the
local Coast Guard Exchange (CGX). MWR facilities located more than 100 miles from a
CGES facility may request a vendor listing through Commandant (G-WPX).

K. Nonappropriated Fund Vehicles.

1.

For the purpose of this section, recreational watercraft is not considered a vehicle.
However, those watercraft meeting the criteria for registration as contained in Federal
and/or state statutes are insured as a motor vehicle as described elsewhere in this Chapter.

The policies contained in this section apply only to those vehicles procured through
nonappropriated sources using nonappropriated funds.

NAF vehicles are the property of an instrumentality of the United States, and as such are
exempt from state licensing and inspection requirements. Although these vehicles are not
subject to state inspection requirements, they shall be subject to the same inspection
requirements as other Coast Guard vehicles with regard to frequency of inspection, safety
requirements, and mechanical soundness. The safety of operators shall never be
compromised. Further guidance shall be found in the Coast Guard Motor Vehicle
Manual, COMDTINST M11240.9 (series).

The use of Coast Guard NAF vehicles is restricted to official NAF business. Only
authorized Government employees in the performance of their assigned duties shall
operate NAF vehicles. Vehicles shall not be used by individuals for personal gain or
benefit or be lent to another party for unauthorized use. Operators shall have in their
possession a valid state, District of Columbia, or Puerto Rican motor vehicle operator’s
license.

Operators shall wear a seat belt when operating a NAF vehicle, and are responsible for
ensuring that all passengers wear seat belts as well.

The following policies apply to the licensing of NAF vehicles:

a. NAF vehicles shall be provided specially manufactured license plates to be purchased
and distributed by Commandant (G-WPX). Permanent plates may be obtained by
written request to Commandant (G-WPX). The request shall include the year, make,
model, serial or Vehicle Identification Number, and purpose for each vehicle and/or
trailer being considered for licensing.
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b. Vehicle license plates will be provided in pairs. Ifused on trailers or other equipment
which require only one plate, the duplicate plate shall be retained for use in the event
of damage or loss to the one in use.

c. Vehicle license plates are provided for a specific vehicle and specific purpose.
License plates shall not be transferred between vehicles. In case a vehicle is disposed
of in any manner, the license plates issued to that vehicle shall be returned to
Commandant (G-WPX). Vehicles, as property, shall be disposed of in accordance
with the Property Management Manual, COMDTINST M4500.5 (series) and the
Motor Vehicle Manual, COMDTINST M11240.9 (series).

d. For the purpose of efficiencies, other NAFIs may request MWR license plates for use
on their vehicles provided that the NAFTI is in full compliance with this section and
that any related insurance costs are fully reimbursed to the Nonappropriated
Consolidated Insurance Fund.

7. All NAFIs shall establish and maintain records and reports for NAF vehicles as required
for all other Coast Guard vehicles as described in the Motor Vehicle Manual,

COMDTINST M11240.9 (series).

L. Information Systems.

1. NAF Information Resources.

a. Computer Resources.

(1) NAF computer resources may be used for authorized purposes only.

(2) The use of this equipment for any other purpose is governed by Limited
Personal Use of Government Office Equipment, COMDTINST 5375.1 (series).

(3) NAF computers shall only be loaded with officially licensed software. No
personal software shall be loaded on NAF computers.

b. Data Communications.

(1) Access to the Internet using NAF equipment or resources is limited to
authorized individuals for authorized purposes only.

(2) Use of NAF equipment or resources for the development, implementation, or
maintenance of websites is limited to official business only.



2. NAF Office Equipment.

a. Limited Personal Use of Government Office Equipment, COMDTINST 5375.1,
provides policy for the use of Coast Guard office equipment (including NAF
equipment) for other than official business.

b. Government office equipment includes, but is not limited to, computer resources,
peripheral computer equipment and software, library resources, telephones, facsimile
machines, photocopiers, office supplies, Internet connectivity.

3. Privacy Expectations. In accordance with Limited Personal Use of Government Office
Equipment, COMDTINST 5375.1, NAF personnel neither have a right, nor should they
have an expectation, of privacy while using any government office equipment at any
time. By using Government office equipment, NAF personnel imply their consent to
monitoring, recording and disclosing the contents of any files or information maintained
or passed through NAF office equipment, with or without cause. In addition, any use of
government communications resources is made with the understanding that such is
generally not secure, is not private, and is not anonymous.

M. Consolidation of Funds/Distribution of Profits and Required Remittances.

1. Purpose. This section establishes procedures for assessing and collecting Coast Guard
Trust Fund remittances.

2. Definitions.

a. Reserve for the Replacement of Fixed Assets (RRA). This provision is a non-cash
expense set aside (similar to depreciation) of an amount equal to a percentage of NAF
sales for providing funds for replacing NAFT assets. The RRA must be kept liquid (cash)
to ensure its availability in time of need and must not be used to supplement or replace
working capital. These funds may be consolidated by Commandant (G-WPX) for CGES.

b. Unit Retained Earnings. These earnings are the portions of net profits that a NAF
activity must retain for its net worth to grow. Without this growth, liquidity will be
adversely affected and the activity’s ability to pay its bills on time and operate
efficiently will be degraded.

c. Coast Guard Trust Fund Remittances. Remittances are assessed against CGES sales
and profits for the following purposes:

(1) To redistribute available profits to MWR activities as outlined in Paragraph
2.M.2.d. below.

(2) To reimburse the Coast Guard Trust Fund for MWR and CGES insurance costs.
This assessment recovers costs of workmen's compensation, general liability,
fidelity, and property coverage of NAF programs, and to provide funds for
limited self-insurance coverage.
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(3) To provide funds for limited self-insurance coverage.

(4) To reimburse the Coast Guard Trust Fund for Commandant (G-WPX) NAF
overhead costs. This assessment allocates the costs of HQ NAF salaries and
operating expenses and covers all CGES unemployment compensation and
computer maintenance costs. Additionally, this assessment is used to pay all
NAF payroll and benefit administration expenses.

(5) To provide funds for the CGES Capital Improvement Fund, which is maintained
by Commandant (G-WPX).

d. CGES Available Profit Distribution. Available Profit (AP) is determined by
subtracting Retained Earnings from Net Profit. AP is normally distributed as follows:

(1)  Units other than Headquarters units with CGES activities:
(a) 20 percent of AP to unit MWR.
(b) 25 percent of AP for distribution to the appropriate ISC.

(¢) 30 percent of AP to Commandant (G-WPX) for MWR purposes such as
insurance, audits and reviews, overhead expenses, and further distribution.

(d) 25 percent of AP to Commandant (G-WPX) for the Construction Fund.
(2)  Headquarters units with CGES activities:

(a) 75 percent of AP to unit MWR.

(b) 25 percent of AP to Commandant (G-WPX) for the Construction Fund.

(3) Exceptions to Remittance Requirements. Floating units are exempt for all
remittance to Commandant (G-WPX).

(4)  Redistribution of Available Profit. ISCs are authorized to redistribute CGES
available profit in support of the MWR program, within their areas of
responsibility, upon written request to Commandant (G-WPX) and approval by
the Coast Guard Trust Fund Board.

3. MWR Profit Distributions. Profits from MWR revenue generating activities will be
retained within the MWR program generating that profit, unless redistributed by the
chain-of-command.

4. CDC Remittances. Any profits generated from CDC activities will be used in accordance
with the policy established in the Child Development Services Manual, COMDTINST
M1754.15 (series).

2-8



N. Credit Cards and the Military Exchange Credit (Star) Card.

1.

Purpose. To establish a uniform policy regarding the acceptance of credit cards and Star
cards from authorized patrons for the purchase of goods and services.

General Policies.

Where feasible and consistent with good business practice, NAF operations will
accept credit cards and Star cards for the purchase of goods and services. Credit
cards and/or Star cards are not authorized for shipboard NAF operations at this time
however, due to credit authorization and electronic processing requirements that are
not currently supported in shipboard environments.

. NAF concessionaires will determine whether or not to accept credit cards, unless

otherwise contractually obligated to do so.

There shall be no minimum sale amount for credit card purchases. Prices shall not be
increased to offset credit card costs and “discount for cash” or other alternatives that
result in different prices depending upon the method of payment shall not be used.

The Army and Air Force Exchange System (AAFES) will establish Star card limits
since AAFES is the holder of these credit accounts. AAFES may run discounts on
purchases but these discounts will not result in different prices for goods or services.

The type of credit card or Star card/programs supported by CGES operations is
determined by Commandant (G-WPX). Local commands or cognizant authorities
may establish credit card procedures for MWR and CDC activities.

Commandant (G-WPX) will contract for and administer all credit card processing and
Star card programs for CGES activities.

O. Food and Beverage Operations.

1.

NAF food and beverage operations are classified as Category C MWR activities, as
defined in the Coast Guard Morale, Well-being, and Recreation Manual, COMDTINST
M1710.13 (series). Policies and procedures regarding the establishment and operation of
these activities are found in that directive.

In no event shall a NAFI establish a food and beverage operation in direct competition
with an existing operation.

P. Personal Service Activities.

I.

Authorized personal service activities include all those operations, other than
merchandise resale or food operations, which are commonly needed by authorized
patrons. These activities include but are not limited to such operations as barbering,
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beauty shops, laundry/dry cleaning, clothing alterations, video tape, video disc, video
player rental, long-distance telephone service centers, and other approved service and
retail operations.

2. If sufficient customer demand and suitable space is available, CGES or MWR, if CGES
authorizes in writing, may provide the services.

3. Prices must provide savings to the customer and a realistic return to the NAFI, the
contractor, or the concessionaire, as applicable.

Q. Check Approval and Check Cashing Policy.

1. NAF Instrumentalities are authorized to cash personal checks of eligible patrons in
amounts consistent with good business practices not to exceed $100. Proper
identification should be presented prior to the cashing of any “first party” checks. For the
purposes of this Manual, first party checks are defined as those made payable to the NAF
activity and signed by the presenter. No other checks shall be accepted.

2. The check cashing policy shall be posted in locations authorized to cash checks. Check
acceptance for cash is subject to local fund availability. All returned checks are subject
to bank service charges and handling.



EXHIBIT 2-1

SAMPLE CGES AND MWR ACTIVITIES

CGES ACTIVITIES

Main Store

Annex Store

Convenience Store

Auto Parts Store

Food Store

Gasoline Station

Package Liquor Store
Satellite/Independent Store
Branch Store

Pro Shops (i.e. Golf and Bowling)
Barber/Beauty Shop

Auto Repair, Garage, Car Wash
Laundry & Dry Cleaners
Repair Shops

Tailor

Florist

Optician

Vending Operations

MWR ACTIVITIES

Hobby Shops (auto, etc.)
Vending Operations

Bowling Centers

Golf Courses

Swimming Pools
Gymnasiums

Baseball

Football

Wrestling

Theaters

Boating and Sailing

Teen Clubs

Game Rooms

Camping, Hunting, & Fishing
Informal Sports

Gear Lockers

Camper Rental

Ticket Programs

Dependent Activities

Dances, Parties, & Shows
Libraries

Recreational Cottages
Magazines, Newspapers
Child Development Centers
Fitness Centers

Temporary Lodging Facilities
Food and Beverage Operations
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CHAPTER 3. NONAPPROPRIATED FUND BUSINESS ACTIVITIES

A. Introduction. One of the primary objectives of Nonappropriated Fund Instrumentalities (NAFIs) is
to provide quality goods and services at competitive prices to eligible patrons as part of the non-pay
compensation benefit. To this end, NAFIs consist of a complex mix of activities that may be
authorized some level of appropriated fund support. This Chapter identifies general types of
business activities within NAFIs and the processes required in establishing and disestablishing them.
For the purpose of this Chapter, “business activities” are those that have the highest capability to
generate revenue through the sale of goods and services to eligible patrons.

B. Authorized NAF Business Activities.

1.

Authorized MWR Business Activities. All business activities as categorized and authorized in
the Coast Guard Morale, Well-being, and Recreation (MWR) Manual, COMDTINST M1710.13
(series). These activities shall be operated exclusively at commands by the MWR program.

Retail operations. Activities selling merchandise for use to eligible patrons. Examples of retail
operations include exchanges, groceries, garden shops, package stores, “toylands,” gift shops,
sight and sound shops, and convenience stores. CGES has the exclusive right to sell
merchandise for resale at Coast Guard installations. In many instances, at smaller operational
commands where no local CGES exists, it may not be cost effective for CGES to sell unit-
specific merchandise, such as hats, mugs, and logo shirts. In these instances, units are authorized
to sell this merchandise through their morale fund, provided that authorization is obtained in
writing from Commandant (G-WPX).

Automotive and Service Stations. An activity selling petroleum products, automotive
accessories, parts and tools. CGES has the exclusive right for establishing automotive service
station activities at Coast Guard commands. This activity shall not conflict and has a different
purpose than the MWR Category B automotive skills development center and the incidental sale
of parts necessary for individuals to fix and repair their own vehicles.

Food and beverage operations. A direct operation activity which is the responsibility of the
MWR program, designed to provide “on-premise” or “on location” sale of food and beverages
for immediate consumption (i.e. clubs).

Vending. An activity that provides merchandise for resale through machines. Vending
operations may either be CGES or MWR activities as detailed in Chapter 9.1. of this Manual.
CGES has the exclusive right to vending operations unless stated in writing that MWR may
operate vending at specified locations or on floating units.

Other. Any other resale-type activity not previously defined. These include, but are not limited
to activities like, dry cleaning and laundry services, hair salons, shoe and watch repair, optical
services, flower shops, and unofficial telecommunications services. These activities are the
responsibility of CGES to establish at Coast Guard commands.
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C. Establishing NAF Activities.

1.

In order to accommodate the ever-changing desires of eligible patrons, commands must consider
establishing new or different NAF activities from time to time. Any new business activity can
pose a degree of risk, not only to the local NAF activity’s net worth, but also to the consolidated
nonappropriated insurance program. As such, these NAF activities shall not be established at
Coast Guard commands without written authorization from the affected Program Manager.
Commands desiring to establish a NAF activity shall forward their written request to
Commandant (G-WPX) through the appropriate cognizant authority and chain of command.
This written request shall contain a detailed business plan that shall include the following
information:

a. NAF activity desired.

b. Results from any customer survey supporting the customer support for the NAF activity.

c. Demographics of the eligible patron base that is expected to support this NAF activity. This
should include such information as numbers, ages if applicable, and types of eligible patrons
(active duty, dependents, retirees, etc.).

d. Location and distance to the nearest military installation having similar activities.

e. Availability of similar activities in the local community.

f. Price comparisons with local establishments and local military installations providing similar
activities.

g. Facilities and furnishings available to support the NAF activity.

h. Pro forma income statement presenting the projected revenue and expenses associated with
the operation of the NAF activity. In general, NAF activities that are not projected to be
profitable will not be approved.

i. Any documentation from affected host or tenant commands regarding the establishment of
the NAF activity.

j-  The completion of required training. This is especially critical in the proposed establishment

of a food and beverage operation.

Initial capitalization or additional funding requirements for establishing the NAF activity should
be submitted in writing to the Program Manager.

If approved, written authorization for the establishment of the NAF activity shall be provided.
These letters of authorization shall be retained in command files until the NAF activity is
disestablished.



D. Disestablishing NAF Activities.

1.

When disestablishing NAF activities, commands shall address in writing to the appropriate
cognizant authority and chain of command, the following information:

a.

b.

J-

k.

Comments from affected host or tenant commands regarding the proposed disestablishment.
Reasons for the proposed action.

Actions taken to prevent disestablishment.

The inventory of property associated with this operation and its disposition. Excess and
unserviceable property used in a NAF activity, whether obtained through appropriated or
NAF sources, shall be disposed of in accordance with the Property Management Manual,
COMDTINST M4500.5 (series).

The cancellation of all outstanding NAF procurements associated with this operation.

The survey of non-saleable resale merchandise on hand and the disposition of inventories. In
many instances, inventory should be sold to other authorized NAF activities or returned to
vendors for credit.

All liabilities must be satisfied using local NAF dollars.

Assurance that all applicable requirements of the Nonappropriated Fund Personnel Manual,
COMDTINST M12271.1 (series) have been strictly followed.

The notification of the cognizant authority of any potential unemployment compensation
claim that may result from the disestablishment.

The disposition of other NAF activity assets.

A copy of the final financial reports for the NAF activity.

Upon review and approval of all actions taken incident to the disestablishment, Commandant
(G-WPX) shall provide the affected command written acceptance of the disestablishment. Once
disestablished, a NAF activity shall not be reestablished without going through the process as
detailed above for establishment.
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CHAPTER 4. CASH MANAGEMENT/NONAPPROPRIATED FUNDS CONTROL, BANKING,

AND INVESTMENTS

A. Cash Management. The Coast Guard NAF Cash Management program utilizes a central banking

system for the rapid collection and concentration of cash receipts, efficient disbursement of funds,
and the investment of excess cash. Participation in this program is mandatory for all CGES
activities and available to other NAFIs on a modified basis. Satellite and independent exchanges
however, may not participate in this program.

1.

CGES Operations. As discussed in section B of this Chapter, a central bank structure is in place
to concentrate all CGES cash receipt and disbursement activity. Central accounts, managed by
Commandant (G-WPX), have been established to collect all cash receipts, to process Automated
Clearing House (ACH) and Electronic Funds Transfer (EFT) transactions, to pay vendors, and to
process payroll. These accounts are set up as zero balance accounts such that all disbursements
from and deposits to these accounts will be liquidated against the single concentration account on
a daily basis. All daily sales receipts deposited into local banks will be electronically transferred
into the concentration account daily. Commandant (G-WPX) will oversee these processes.

Other NAFIs. Other Coast Guard NAFIs may participate in a modified cash management system
by sending a written request to Commandant (G-WPX) via the appropriate chain of command.
NAFIs should follow existing program guidance on cash management prior to submitting such a
request. Under a modified process, non-CGES activities must acquire their own local depository
accounts or make deposits directly to the central banking account set up for that activity.
Activities having accounts under the central system will be able to participate in quarterly
interest distributions generated through the concentration of system cash and will not have to pay
banking fees associated with their account under the central banking system.

B. Banking.

I.

Most Coast Guard Nonappropriated Funds (NAFs) are consolidated under a centrally controlled
banking structure. The structure directs the flow of NAFs from local depository bank accounts
into a concentration account. This permits positive identification and control of all cash assets
within the system, field access to the disbursement accounts, minimization of banking costs, and
the facilitation of the investment of the funds to maximize interest revenue. Limiting the
numbers of banks participating in this system facilitates easy concentration of funds for control
and investment.

2. Implementation.

a. All CGES activities must use the central banking system. Local depository accounts for
CGES activities will be designated by Commandant (G-WPX) and the movement of cash
through the system from local depository accounts to the concentration account will be
controlled by Commandant (G-WPX).



b. Other NAF accounts may participate on a modified basis in this central banking structure as
authorized in their respective program directives. To participate, NAF activities must submit
a written request to Commandant (G-WPX) via the appropriate chain of command.

c. NAF activities desiring to withdraw from the cash management system must submit written
requests to Commandant (G-WPX) via the chain of command.

d. Local bank selection for NAF accounts should be based on several factors. Priority should
be given to banks that are located within close proximity to the operation to provide for
timely and secure deposits. Service fees and quality of service should also impact bank
selection. Required services include:

(1) Depository services by store numbers.
(2) Coinage and bill exchange services.

(3) Check cashing services.

(4) Federal Deposit Insurance Corporation (FDIC), Federal Savings and Loan Insurance
Corporation (FSLIC), or National Credit Union Administration membership.

(5) Automated Clearing House (ACH) membership.

C. Investments.

1.

Purpose. All cash in the centrally controlled banking structure in excess of daily operating
requirements will be invested to generate additional income for operations. Cash will be
invested in interest-bearing accounts or securities as specified in this Chapter and managed in
accordance with the Rules and Regulations of the Coast Guard Trust Fund.

Implementation. All funds in Nonappropriated Fund Instrumentality (NAFI) accounts
participating in the NAF Cash Management Fund will be pooled for investment; investments will
be made by Commandant (G-WPX). Non-Trust Fund NAF cash investments will be governed
by guidance from the appropriate Program Director. NAFIs authorized to participate in the NAF
Cash Management Fund and the central banking system are identified in the Rules and
Regulations of the Coast Guard Trust Fund.

Procedures. Funds may be invested in commercial institutions insured by FDIC, FSLIC or
collateralized in advance with pledged U.S. Government Securities. The funds are to be invested
in the following items:

a. Obligations of the Federal government including savings bonds, Treasury bills, certificates of
indebtedness, Treasury notes and bonds.



b. Obligations of government instrumentalities including Federal Intermediate Credit Bank
Debentures, Federal Home Loan Bank Notes, Federal Land Bank Debentures, and Banks for
Cooperative Debentures.

c. Federal Deposit Insurance Corporation (FDIC) insured bank savings accounts, time deposit
accounts, and negotiable or registered certificates of deposit;

d. Saving and Loan shares and savings accounts insured by the Federal Savings and Loan
Insurance Corporation (FSLIC).

4. Investments will be made through licensed financial institutions/brokers.
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CHAPTER 5. FISCAL MANAGEMENT

A. Accounting Policy. All NAFIs must be able to provide detailed accountability of their financial
assets, liabilities, and net worth. They must also be able to report the financial results of operations
over a specified period. The information below provides general guidance and procedure on setting
up accountability for NAFIs. More detailed guidance should be provided by the respective program
directives.

1. Introduction.

a. These accounting procedures meet the minimum acceptable requirements for all NAF
activities.

b. As prescribed in Generally Accepted Accounting Principles (GAAP) for business activities,
the accrual basis of accounting should be used for all NAF activities.

c. All NAF activities operating Categories B and C MWR activities are required to use the
double entry method of accounting.

d. The use of accounting software packages, which capture all the information necessary to
provide financial reports, is critical to the success of a NAF activity’s ability to determine its
financial status. Manual systems for smaller activities are acceptable as long as all program
requirements are met.

e. The respective NAFI Program Manager will establish standard financial reporting periods.
f. Financial reports will be prepared in accordance with Chapter 5.C. of this Manual.

g. Physical inventories of resale merchandise shall be conducted in accordance with Chapter
5.D. of this Manual.

h. Cash register over and short logs should be utilized for internal control purposes.

i. Departmental sales data for major activities should be maintained. These records should be
maintained daily and totaled weekly, monthly and quarterly, depending on the size and
complexity of the NAF activity.

j. Annual audits and/or financial reviews for all NAF activities are required as directed by the
Program Manager.

2. Double Entry Accounting System Specifications. The double entry accounting system provides
the minimum information necessary to properly account for revenues, expenses, assets,
liabilities, and net worth of operations. This system gives management the information
necessary for effective command and control. It may include the following:

a. Purchase Register
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b. Cash Disbursements Journal

c. Payroll Journal

d. Cash Receipts/Sales Journal

e. General Journal

f. General Ledger

Chart of Accounts. The standard chart of accounts is a listing of all accounts, which comprise
the general ledger. Commands with NAF activities shall document and utilize a chart of

accounts for their NAF general ledger. Exhibit 5-1 provides a numerical structure for a typical
general ledger of accounts.

Purchase Register and Accounts Payable Ledger. The Purchase Register is maintained to record
purchases and accounts payable. Source documents for posting to the Purchase Register are
purchase orders, receiving reports, merchandise transfer forms, cancellation orders and purchase
order adjustment letters.

Cash Disbursements Journal. The Cash Disbursement Journal is maintained to record all check
disbursements.

Payroll Accounting.

a. The objectives of payroll accounting are to ensure accurate calculation of payroll and
withholding amounts, maintain accurate leave records, calculate and remit taxes to
appropriate authorities, and accumulate salary expense data for management purposes.

b. The Payroll Ledger is used to record all payroll information for individual employees.

c. The Payroll Ledger constitutes the earnings record for individual employees.

Cash Receipts/Sales Journal. The Cash Receipts/Sales Journal is used to accumulate revenue
information for the NAF activity.

General Journal.

a. The General Journal is used to record all transactions that cannot readily be entered
elsewhere (i.e. bank service charges, provisions for asset replacement, accruals, or closeout
entries).

b. Each entry recorded in the General Journal shall be posted to the General Ledger at the end
of the accounting period.



9. General Ledger.

The General Ledger is a self-balancing record that summarizes financial activity for the
entire activity.

. Financial reports are prepared directly from the General Ledger or through the use of ledger

sheets.

Posting sources for the General Ledger include the Cash Receipts, Sales Journal, Purchase
Register, Cash Disbursements Journal, and General Journal.

10. Collection of Bad Debt. Checks are a common form of payment for goods and services at all

11.

NAF activities. Although minimal, there is a risk in receiving checks not backed by sufficient
funds. All NAF activities shall make every effort possible to collect on bad debt/returned
checks. Exhibit 5-2 provides a list of Military Locator Addresses to assist in collecting bad debt.
Form CG 5287 is used to notify individual active duty members and their commands of
dishonored check activity. Contact Commandant (G-WPX) for guidance on and assistance with
collecting from non-military patrons.

Closeout Procedures.

a. As a minimum, the books will be closed quarterly, corresponding to standard NAF reporting

periods. All transactions through the last day of the accounting period shall be included in
the operations of that quarter. Program Managers will provide specific requirements.

b. Exhibit 5-3 provides a summary of the preparation required to close out the General Ledger

for an accounting period.

12.  Accounting System Files. The following files are required to be kept:

a. Cash Receipts. A Cash Receipts file should include the following documents grouped by

date: bank deposit slips, exchange receipts, cash register tapes and daily reconciliation forms.
Daily cash receipt documents should be summarized, balanced, reviewed, and posted to the
Cash Receipts - Sales Journal prior to filing.

Cash Disbursements. A Cash Disbursements file should include purchase orders with
attached bills of lading and/or receiving reports, approved invoices, and other supporting
documents. These files may be maintained by vendor, chronologically (typically monthly),
by type of document, or by a combination of these. Documentation for active accounts, such
as large vendors, tax authorities, etc., is best organized when filed by vendor. New files
should be created at the beginning of each NAF fiscal year. All invoices and purchase orders
must be marked “PAID” and annotated with the date paid and check/voucher number.

Purchase Orders. In addition to the copy in the cash disbursement file, a numerical file of all
purchase orders should be maintained in a Purchase Order file for reference.




d. Open Purchase Orders. One copy of unsatisfied or blanket purchase orders should be
maintained in a numerical or vendor file. Closed purchase orders must be filed together with
other disbursement documents.

e. Unmatched Receiving Documents. This file should contain receiving reports/bills of lading
that have not been matched with invoices and POs. Packing slips or delivery tickets should
be attached to the appropriate receiving reports.

f. Accounts Payable. This file typically contains unpaid invoices, accompanied by POs and
receiving reports (where appropriate). These items should be arranged in a tickler file by
payment due date. Payments may be prepared in advance (such as when bill paying is done
weekly) but should not be mailed until due. This will maximize earnings on NAF cash
assets, while also taking advantage of prompt payment incentives.

g. Merchandise Transfer Form. These forms should be filed chronologically after posting to the
appropriate ledger.

h. Bank Statements. This file should contain monthly bank statements, reconciliations,
cancelled checks, and other supporting documents.

i. Payroll. An accounting payroll file should be maintained separate from the personnel file.
This file should contain current Individual Payroll Log-Hour forms.

j. Inventory. The Inventory File should contain inventory sheets, worksheets,
Markup/Markdown Vouchers and other information pertaining to the physical inventory.

k. Budget and Financial Statements. This file should contain financial statements (i.e. Income
Statement, Balance Sheet, and Statement of Cash Flows), and all supporting worksheets.

1. Contracts and Agreements. This file should contain concession contracts, vendor
agreements, loan agreements, satellite agreements, etc.

m. Correspondence. This should be a chronological file of correspondence in accordance with
the standard Coast Guard filing system.

n. Accounts Receivable. This file should include layaway sales information and other
receivable documentation. A small accounts receivable subsidiary ledger could be kept in
this file; a card, cash register report, or a ledger system should be used when there are a large
number of receivables transactions.

o. Satellite Activity. This file should contain monthly Status of Satellite Exchange Reports.

B. Accounting Periods. Standard accounting periods are prescribed for Coast Guard NAFIs to help in
structuring reporting cycles and as a basis for providing time periods for performance comparison.
CGES accounting periods are consistent with those published by the National Retail Federation and
are published each year with the budget formulation process by Commandant (G-WPX). Specific




guidance is provided in the CGES SOP. Other NAFI accounting/report cycles are published in the
Coast Guard Morale, Well-being, and Recreation Manual, COMDTINST M1710.13 (series).

C. Financial Reporting Requirements.

1.

2.

Purpose. Financial reports are instrumental in determining the fiscal health of a unit and are
essential tools for managers to make appropriate decisions. These reports are also necessary to
ensure appropriate program oversight.

Requirements.

a. Every NAF activity must, at a minimum, generate the following statements on a quarterly
and annual basis:

(1

2)

3)

Income Statement. The Income Statement Report is used to summarize the revenues
and expenses for each NAF activity and must calculate Net Profit.

Balance Sheet. The Balance Sheet Report is used to report the assets, liabilities, and net
worth for an individual NAF activity or group of NAF activities.

Other reports. The Program Manager may require additional reports, as needed.

b. The Program Manager may direct a NAF activity to provide financial reports on a more
frequent basis.

c. Due to the wide variety of businesses operated by NAFIs, it is expected that financial reports
will need to be customized to provide useful managerial information. GAAP should be
followed unless amended by the Program Manager. For example, assets may not be
presented on balance sheets and depreciation may not be recorded.

(1)

2

)

For CGES, these instructions are published in the CGES Standard Operating Procedures
Manual.

For MWR, these instructions are published in the Morale, Well-being and Recreation
Manual, COMDTINST M1710.13 (series).

For CDCs, these instructions are published in the Child Development Services Manual,
COMDTINST M1754.15 (series).

D. Inventory Verification Procedures.

1.

Purpose. To establish procedures for the annual verification of physical inventories. Physical
inventories are normally taken at the end of a fiscal cycle, but may also be taken at other times
when special circumstances or problems require a more detailed record of on-hand inventories.
The most logical time for this verification is at the end of the NAF fiscal year, which does not
necessarily coincide with the Federal fiscal year.
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2. Book Inventories. Book inventories are maintained by CGES throughout the year by tracking
the additions, deletions, and price changes associated with inventory stock used in the operation.
This is usually maintained on a stock ledger, which can be manually maintained or integrated
with accounting software package in use. Interim profit/loss determinations are generally based
on this book value of inventory. Annual profit/loss determinations are usually based on the
results of the physical inventories taken at year-end. MWR inventories are maintained at the
lower of cost or market value.

3. Procedures. Guidelines for preparation to conduct physical inventories.

a. Facility Plan. Prepare a floor plan for the facility to be inventoried, including reserve stock
space and remote stockrooms under the manager’s supervision. This plan should include all
fixtures, tables, racks and displays in the space. Fixtures should be numbered sequentially
ensuring thorough accountability. The plan is used to account for all locations, to estimate
the number of inventory sheets needed and to determine the workload involved in the
conduct of the inventory.

b. Inventory Arrangement. Inventory is arranged according to its proper classification or
department designation, on each fixture or display. Quantities of each item should be
arranged together. The contents of partially filled boxes should be removed and the boxes
should be discarded, if practicable. If not, the contents of partially filled boxes must be
counted during the inventory. Remove all empty containers from counting areas. Verify
item descriptions (including department numbers) and prices in advance of the inventory.
Attempt to transfer all items awaiting return to vendors for credit or repair prior to the
inventory cutoff date established. Damaged or soiled merchandise that is not returnable
should be marked down or written down to zero value, as appropriate.

c. Inventory Cutoff. To ensure proper separation between goods to be inventoried and to be
entered into accountability after the inventory date, the manager must establish an exact date
and time for the physical inventory. The NAF activity manager will designate the cutoff
date. This will determine a cutoff schedule for the receipt or shipment of goods and price
changes. Make no transactions between cutoff and the completion of inventory count.

d. Inventory Count. On inventory day, an in-house count team will count all stock to be
inventoried and enter quantities on the inventory form. If conducted by a third party
inventory company, they typically use their own forms.

e. Recounting the Inventory. Upon completion of the inventory count, perform a recount of
selected items. Concentrate primarily on high-value goods.

f.  Collection of Inventory Sheets. After the recount, all inventory sheets should be turned into
the program accounting office for inventory valuation.

E. NAFI Internal Audit and Control Procedures. Financial audits of nonappropriated fund activities are
required, annually. Qualified Certified Public Accounting firms or government auditors may
conduct audits. Commanding officers may appoint a local audit board to conduct periodic financial
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audits of MWR, CDC, or shipboard independent exchange activities. Financial reviews may be
conducted between financial audits.

1. General.

a. NAF activities shall operate with well-defined internal controls in order to minimize risk and
to safeguard NAF assets. An internal control review process shall be accomplished as
directed by cognizant authorities of the NAF programs. Their reviews are intended to
improve effectiveness and efficiency of the NAF programs.

b. This section contains the principles for testing compliance of the internal controls that should
be developed and implemented by management. The results of these tests will be used to
evaluate the appropriateness and effectiveness of the controls in question. This section does
not list the specific controls, but rather creates a framework for testing the controls against
actual practice and determining if the controls are appropriate and effective.

c. Due to the variety of businesses in which each NAF activity is involved, it is impossible to
develop a standardized audit checklist to be all-inclusive. Instead, this section will discuss
the guiding principles that cover all NAF activities in a NAFI.

d. Each NAF activity should develop written guidelines for developing and maintaining
appropriate internal controls specific to that NAF activity.

e. Each NAF activity should develop a plan for periodic review to determine if a more detailed
and thorough audit is necessary.

f. Two levels of internal audits are:

(1) Targeted Review: Targeted review of specific internal controls in a particular area of
business generally requires less labor and less time. It is possible that the results of a
targeted review will lead management to request a more comprehensive auditor review.
The targeted review is the most commonly used analysis of internal controls.

(2) Internal Audit: A complete internal audit is an extensive review of controls, which will
span several departments and numerous functional areas of business. This typically
requires more labor and more time, but will result in a more thorough analysis.

2. Control Structure. Internal audits or reviews must analyze whether the following types of
controls are adhered to and whether or not the controls are effective.

a. Preventive. Preventive controls are intended to prevent errors or misappropriations from
occurring. Some examples are separation of duties, dual signatures, reasonableness checks,
accuracy checks, physical security of facilities, and supervisory reviews.
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b. Detective. Detective controls are intended to identify errors after they have occurred. Some
examples are reconciliation of bank statements, review of receiving paperwork, and physical
inventory checks.

c. Corrective. Corrective controls resolve the problems identified by detective controls. Some
examples are adjusting the stock ledger with physical counts, correcting the items on
exception reports, and some adjusting journal entries.

d. Directive. Directive controls are mandates from management to local units to take some
action to produce positive results. One example is the direction to hire intermittent workers.

e. Compensating. Compensating controls are controls that make up for a weakness in another
area. Having a person that has no involvement with bank accounts do the reconciliation and
having management sign the payroll sheets where personnel and payroll are run by the same
person are examples of compensating internal controls.

3. Selection of an Internal Auditor.

a. Commands with NAF activates shall appoint, in writing, an internal auditor to conduct an
internal audit or targeted review, as deemed appropriate. This appointment may not require
the command to expend funds or seek additional personnel resources. Current employees
already working for the NAF activity may be appointed as internal auditors.

b. An internal auditor should be chosen based upon a person’s expertise in a particular area
along with an ability to effectively analyze controls, identify strengths and weaknesses,
clearly draft recommendations, and present findings.

c. It may be appropriate to have more than one person conduct an internal audit or review. If
two or more people are designated to conduct internal audits or reviews, they should have
enough difference in skills to allow for a more thorough investigation.

d. The appointment letter must include the scope of the audit or targeted review, the controls
that should be reviewed, the timeline for conducting the audit or review, and the deadline for
submitting a written report.

e. Internal auditors must submit a written report of their findings to the Director of the NAFI.
The report should address the internal controls listed in the designation letter including, at a
minimum, the appropriateness and effectiveness of those controls, whether the controls are
being adhered to, the strengths and weaknesses of those controls and recommendations for
improving the controls.

4. Controls.
a. The following is a list of some categories of internal controls. The specific controls are

found elsewhere in this Manual and in the particular NAFI’s policy manuals, financial audits
and reviews from auditors, personnel guidance, and Coast Guard policies and guidance:
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(1) Financial Controls. Cover cash accountability, daily financial reports, internal cash
controls, investments, bank reconciliations, etc.

(2) Accounting Controls. Cover timeliness and accuracy of financial reports, maintaining
stock and other appropriate ledgers, issuing checks, processing bad checks, etc.

(3) Personnel Controls. Cover accounting of personnel payroll procedures, personnel file
requirements, leave processing, identification card requirements, use of temporary,
intermittent, part and full-time employees, training, etc.

(4) Operational Controls. Cover operational directives such as cash register operations,
employee purchases, purchasing requirements, sale items, layaway procedures,
merchandise signage, physical inventories, etc.

(5) Security Controls. Cover protection of government assets, maintaining high value item
logbooks, theft prevention, purchase and maintenance of property, etc.

b. The categories listed above are not all-inclusive, and depending on the scope of the internal
audit or targeted review, one or more categories may be analyzed.

F. Budgeting.

1.

NAF budgets are vital and integral components of an internal control system. The use of the
budget through the year may alert management to possible incidents of fraud, waste, and abuse
that may otherwise go undetected. The budget provides a proposed path to meet desired goals
and objectives. Using the budget in conjunction with periodic assessments of the results of
operation of the NAFI will give management the necessary information to determine whether
they must make necessary changes to meet desired goals and objectives and to curb shrinkage. It
must be remembered that budgets are living documents that must be used and amended
throughout the year to provide the maximum benefit to the organization. The added challenge
and risk in NAF budgeting is that revenue forecasts are as equally important as expenditure
projections. This is especially critical for those commands operating Nonappropriated
Instrumentalities that generate significant revenues through the sale of goods and services. Since
funding is not limited to annual appropriations restrictions, the forecast of a fund balance as a
revenue source becomes an important element in the budget.

Units with NAF activities shall ensure that NAF budgets are prepared for each budget year. Ata
minimum, the budget shall contain an income statement and the appropriate balance sheet
accounts for each quarter of the budget year. Discreet business activities shall be budgeted and
presented independently so an assessment of the proposed impact on operating or net profit from
these activities may be made. These NAF activities are expected at a minimum, to break even
each year.

The Coast Guard Trust Fund Board of Control will approve NAF budgets for the Coast Guard
Trust Fund Overhead, Insurance, Construction, and HQ MWR Accounts each year.
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4. NAF activities that generate large sales volumes typically have commensurately high personnel

costs. Since sales in these businesses tend to fluctuate cyclically or in consonance with the
economy in general, managers must ensure that they properly monitor the personnel costs within
the activity. This monitoring shall include the percentage of sales of both direct and indirect
personnel expenses and the monitoring of the mix (full time, part time, and intermittent) of
nonappropriated fund employees within the activity. Commands with activities are expected to
use their nonappropriated fund budget as a tool in the proper control of personnel costs.

Program managers for NAFIs shall publish additional policies and procedures for the
development, submission, review, and use of NAF budgets. They may require the preparation of
additional schedules such as the sources and uses of cash statements in the management of larger
NAF activities.

G. Security and Loss Prevention.

1.

Adequate and enforceable security and loss prevention policies and procedures are essential for
protecting assets in Nonappropriated Fund Instrumentalities of the Coast Guard.

Security and loss prevention systems are essential to the financial viability and integrity of Coast
Guard Nonappropriated Fund activities. There are many components of a well rounded security
and loss prevention system. Elements would include:

a. Internal theft prevention.

b. Physical security.

c. Facility security.

d. Procedures for handling counterfeit currency and other negotiable instruments.

e. Internal cash controls.

f. Keys, lock, and safes.

g. Warehouse access and security.

h. Patron and employee sales and refunds.

1. Cash register void and “No Sale” procedures.

j-  Employee standards of conduct.

k. Shoplifting prevention.

1. Inventory control.
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3.

Commands operating NAF activities shall develop written security and loss prevention
procedures, incorporating at a minimum those elements listed above, to minimize the exposure of
nonappropriated fund assets to fraud, waste, and abuse. The Physical Security Program,
COMDTINST M5530.1 (series) provides Coast Guard-wide guidance on physical security
policies that are applicable to nonappropriated fund instrumentalities.

H. Civil Recovery for NAFI Costs Related to Shoplifting.

1.

The Debt Collection Act was amended to allow instrumentalities operating Federal retail stores
to pursue losses and administrative costs directly relating to shoplifting, theft detection, and theft
prevention as claims of the United States recoverable through existing Federal debt collection
methods. The NAFI Civil Recovery Program is a deterrent to shoplifting and provides CG
NAFIs a method to recoup actual and administrative costs related to shoplifting, theft detection,
and theft prevention.

A person who commits the offense of shoplifting shall be liable to CGES/MWR for:

a. Actual damages: This is the retail value of stolen merchandise if it is not recovered. If the
merchandise is recovered but damaged, then actual damages are computed by subtracting the
reduced saleable price from the retail price. If the merchandise was recovered but not in
merchantable condition, then actual damages equal the retail price of the merchandise.

b. Administrative costs: This is the expense incurred for recovery of the merchandise, as well
as theft detection and theft prevention. The standard cost is $200.

A parent, guardian, or other person having legal custody of an unemancipated minor who
commits the offense of shoplifting shall be liable to the appropriate CGES/MWR for the
damages and costs specified in this section. Additionally, military sponsors are responsible for
their family members.

The Civil Recovery Program is separate from any criminal prosecution initiated by appropriate
legal authority. Nor is a conviction or a plea of guilty for theft necessary to pursue civil recovery
under this section. The collection action is in addition to any criminal, disciplinary action, or
suspension of privileges.

After the Incident Report is submitted, the store manager or MWR manager of the facility where
the incident occurred shall begin collection action under the Civil Recovery Program. Do not
hand the demand letter to suspected shoplifter at the time of the incident.

a. A demand letter shall be sent to the suspected shoplifter or the sponsor within 7 to 30 days
after the shoplifting incident. The demand letter should include a complete description of the
stolen property and its value, the date the shoplifting occurred, the date and place the
payment should be made, and should inform the individual of the consequences of failure to
make payment. This written demand should be sent via certified mail. The substance of the
letter shall comply with Exhibit 5-4 (Civil Recovery Demand Letter).



b. Ifa demand for payment of damages is made and a reply is not received within 30 days, send
a follow-up letter. This written demand should be sent via certified mail and the substance of
the letter shall comply with Exhibit 5-5 (Civil Recovery Demand Letter, Final Notice).

c. Atapproximately the same time as the follow on demand letter is sent, the store or MWR
manager should send a letter to the sponsor’s, or suspected shoplifter’s unit commanding
officer explaining the debt and requesting collection assistance. The substance of the letter
shall comply with Exhibit 5-6 (Civil Recovery Indebtedness Notice to Unit CO).

d. Payments will be made to the local exchange or MWR program. A receipt shall be processed
for the payment to prove restitution. See Exhibit 5-7 (Civil Recovery Payment Receipt).

6. The suspected shoplifter may seek review of the debt by presenting evidence, in writing,

concerning the shoplifting to the Exchange System Deputy Director of Operations (DDO), or the
unit MWR Officer. The DDO or MWR Officer may waive the debt when the evidence
establishes that more likely than not there was no intent to deprive the exchange or MWR
program of the property. The DDO or MWR Officer may also waive the debt for compassionate
or hardship reasons. The DDO or MWR Officer review and decision shall be made in writing
within a reasonable period of time from receipt of the request for review. The DDO or MWR
Officer cannot delegate this responsibility. The substance of the letter shall comply with Exhibit
5-8 (Civil Recovery Review of Waiver Request Letter).

If the suspected shoplifter or sponsor does not pay the debt within 90 days of the first notice, the
debt will be transferred to CGES/MWR Headquarters Finance Division for collection in
accordance with the Debt Collection Act. Copies of the incident report, demand letters, proof of
receipt of demand letters, commanding officer/unit MWR manager notification letters, the
request for review by the DDO or MWR Officer, and the Deputy Director’s/MWR Officer’s
decision letter will be sent to CGES/MWR Headquarters’ Finance Division.

The check cashing and Military Star privileges of the suspected shoplifter and sponsor shall be
suspended until the debt is paid or waived.

I. NAFI Management Assistance Program.

1.

Program Oversight. Oversight of any program, at the command level, or from organizations
outside the chain of command, is an integral component of an internal control program. Program
oversight helps provide reasonable assurances that programs are being operated efficiently and
effectively; that the risk of fraud, waste, and abuse is minimized and acceptable; and that the
goals and objectives of the program are being met. Oversight is especially important in
nonappropriated fund programs because of the inherent risks associated with resale activities.

Oversight Responsibility. The oversight responsibility may be accomplished through a variety
of means such as:

a. Unit self-assessments.

b. CPA financial/program audits and reviews.
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.

f.

Coast Guard inspections.

Inspector General audits.

General Accounting Office audits.

Program Manager reviews.

g. Office of Management and Budget reviews and assessments.

3. Management Assist Visits.

a.

The management of nonappropriated fund programs and instrumentalities can be
challenging. These programs typically involve a complex mix of appropriated and
nonappropriated fund resources that may be governed by complex and detailed policies and
regulations. At times, in order to gain access to the benefits of these nonappropriated fund
programs, commands may assign collateral duty personnel to manage these complex
activities.

To assist commands in this management, Program Managers with NAFIs shall develop a
management assist visit program. These visits may include but are not limited to the
following:

(1)
)
©)
(4)
)
(6)
(7
(8)
)

Analysis of staffing plans.

Studies of cost control procedures for food and retail operations.
Comparison of selling prices in all areas within the civilian sector.
Analysis of the true level of service being provided to all patrons.
Inventory levels, and analysis of key financial and business ratios.

Stock assortment selection.

Purchasing procedures designed to maintain the lowest prices to patrons.
Studies of the most effective uses of personnel and physical resources.

Studies of security exercised over merchandise and negotiable instruments.

(10) Plans for capital improvements.

(11) Evaluations of the ability to meet or exceed planned results or benefits.
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(12) Reviews of accounting, documentation, and record maintenance.
(13) Conformance with directives, policies, and regulations.

c. Commands may request assistance visits from the applicable Program Manager. Program
Managers, in the exercise of their oversight responsibilities, may also schedule assist visits.

J. Fiduciary Responsibility. There is an individual fiduciary responsibility to use NAFs properly and
prevent waste, loss, mismanagement, or unauthorized use. This responsibility extends to all Coast
Guard personnel, including uniformed members, and APF and NAF civilian employees.
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EXHIBIT 5-1

CHART OF ACCOUNTS

ASSETS (1000 Series)

e CURRENT ASSETS

CASH

CHECKING ACCOUNT
ACCOUNTS RECEIVABLE
SHRINKAGE ALLOWANCES
PREPAID EXPENSES
OTHER CURRENT ASSETS

e NONCURRENT ASSETS

FIXED ASSETS

FURNITURE & FIXTURES
VEHICLES

OTHER

OTHER NONCURRENT ASSETS

LIABILITIES (2000)

e CURRENT LIABILITIES

ACCOUNTS PAYABLE-VENDORS (TRADE)
ACCRUED LIABILITIES

LOANS

OTHER CURRENT LIABILITIES

e LONG TERM LIABILITIES

TRUST FUND LOANS
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NET WORTH (3000 series)

e UNRESERVED RETAINAGE

e RESERVED CAPITALIZATION OF FIXED ASSETS

REVENUE (4000 series)

e SALES
e INTEREST INCOME

DIRECT EXPENSES (5000 series)

e PURCHASES FOR RESALE

e DIRECT PERSONNEL COSTS

e SALARIES (GROSS)

e EMPLOYER FICA

e GROUP INSURANCE

e RETIREMENT

e OTHER PERSONNEL COSTS

e OTHER DIRECT EXPENSES

UTILITIES

e SUPPLIES

e REPAIRS AND MAINTENANCE

e POSTAGE AND SHIPPING

e CASH OVER AND SHORT

e BAD DEBTS AND CHECKS

e SHRINKAGE EXPENSE
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INDIRECT EXPENSES (6000 series)

e GENERAL AND ADMINISTRATIVE (G&A) EXPENSES
e GENERAL AND ADMINISTRATIVE PERSONNEL

e PROVISION FOR ASSET REPLACEMENT

e OTHER (G&A) EXPENSES

UTILITIES

e TELEPHONE

e POSTAGE AND SHIPPING

e OFFICE SUPPLIES

e TRAVEL AND ENTERTAINMENT
e EMPLOYEE TRAINING

e EQUIPMENT RENTAL

e AUDIT FEES

e ACCOUNTING COSTS

e BAD DEBTS

e BANK CHARGES
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EXHIBIT 5-2

MILITARY LOCATOR ADDRESSES

ALL BRANCHES

U.S. ARMY
Active Duty Army Worldwide Locator
Reserve U.S. Army Enlisted Records

Evaluation Center

ATTN: PCRE - RP

Ft. Benjamin Harrison, IN 46249-5301
Tel. (317) 510-7602

AWOL Department of the Army

Deserters U.S. Army Enlisted Records
Evaluation Center
ATTN: PCRE-RD-N
Ft. Benjamin Harrison, IN 46249-5301
Tel. (317) 510-7602

U.S.NAVY
Active Duty Navy Worldwide Locator
Reserves Naval Personnel Command PERS 312
AWOL 5720 Integrity Drive
Deserters Millington, TN 38055-3120

Tel. (877) 414-5359

U.S. AIR FORCE

Active Duty U.S.AF. Worldwide Locator

Reserve 550C Street West Suite 50
Randolph AFB, TX 78150-6001
Tel. (210) 565-2660
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Active Duty
Reserve

Active Duty
Reserve
Retired

U. S. MARINE CORPS

HQ Marine Corps

Personnel Management Support Branch
MMSB-17

2008 Elliott Road

Quantico, VA 22134-5030

Tel. (703) 784-3942

ALL DOD RETIRED

DFAS Cleveland
Retired Pay Records
P.O. Box 99191
Cleveland, OH 44199
Tel. (800) 321-1080

U. S. COAST GUARD

COMMANDER

U. S. COAST GUARD PERSONNEL COMMAND
2100 2™ Street S. W., Rm. 1422

Washington, DC 20593-0001

Tel. (202) 267-1340
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(1)
2)

3)
4
)

(6)

(7

(8)
)

EXHIBIT 5-3

MONTH/QUARTER-END POSTING AND TRIAL BALANCE PREPARATION

Complete journalizing of daily accounting transactions through the last day of period.

Review documentation to ensure that all transactions through the cutoff date have been
collected.

Post general ledger accounts from books of original entry.
Compute the end-of-period balances in each of the general ledger accounts.

Enter general ledger account balances to trial balance worksheets. Cash assets should be
listed first followed by other accounts in numerical sequence.

Allow debit and credit columns on the trial balance for adjustments, accruals, and
final/report balances.

If calculations of gross profit by department are being made, then breakout sales, purchases,
and inventory accounts by department.

Total all debits and all credits to check equality. Research discrepancies.

Determine that the end-of-period checking account balance per reconciled bank statement
equals both the checkbook balance and General Ledger balance.

(10) Compare balances of subsidiary ledgers (receivables, payables, etc.) to the General Ledger

control accounts.
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EXHIBIT 5-4

U.S. Department of
Homeland Security

Format this document locally.

United States
Coast Guard

SSIC (fill in)
(Date)

Name of Person, (SSN)
Address
City, State, Zip code

CIVIL RECOVERY PROGRAM NOTICE
Dear R

The Exchange has a report showing that on (date) you (or your family member) (fill in name),
were detained for taking from us (fill in by providing a description of the item(s) taken) without
permission and without paying for them. Federal law authorizes CGES/MWR to demand in
writing that you pay the following actual and administrative costs related to shoplifting, theft
detection and theft prevention, as applicable:

1. Actual cost(s):

a. Return the property in salable condition or pay to us $ (fill in or leave blank), which
represents the full retail price or the remaining balance of the full retail price of the
property.

b. Tous $ (fill in or leave blank), which represents the full retail price of the recovered
property that is not in salable condition.

c. Paytous $ (fill in or leave blank), which represents the full retail price minus the
resale value of the damaged property.

2. Administrative costs: $200.00
3. Total amount demanded: $ (fill in amount)

Upon request, a copy of the records relating to the debt is available from the CGES/MWR
Headquarters located in Chesapeake, VA, ATTN: Director of Administration at (757) 420-2480.

To repay your debt, please submit cash, check or money order to (location such as cashier cage,
cashier, or customer service) no later than 30 days from the date this notice is mailed. For debts that
exceed $400, a reasonable written repayment agreement may be available if requested.

If you disagree with this demand, or believe that all or part of this debt is not valid or legally
enforceable, you must send a letter or evidence within 30 days to the Deputy Director of Operations
(DDO)/MWR Officer at the following address: (fill in name and address). The DDO/MWR Officer
will inform you of his/her decision.
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Subj: Civil Recovery Program Notice SSIC

Date

This letter serves as notice that if you fail to pay your debt within 60 days of the date of this
notification, CGES/MWR may take the following actions as appropriate:

1.

Assess interest and penalties under the provisions of 32 U.S.C. 3717. Interest shall be applied 60
days from the date of this notice, at the Treasury, Tax and Loan (TT&L) rate. Penalties shall be
applied at the annual rate of 6%.

Disclose your indebtedness to a consumer-reporting agency under the provisions of 31 U.S.C.
3711. This information will include your name, address, taxpayer identification number, amount
and history of the debt.

3. Initiate collection action of this indebtedness through salary offset as authorized by U. S. Coast
Guard Pay Manual, COMDTINST M7220.29 (series), Chapter 11 for military members, or from
any U. S. Government Agency, if applicable, under provisions of 5 U.S.C. 5514.

4. Initiate action to offset the amount of your debt against any disbursement of the Department of
the Treasury to which you may be entitled, to include offset against Federal Income Tax refunds.
This action is taken pursuant to the Deficit Reduction Act, 26 U.S.C. 6402(d), and 31 U.S.C.
3720A. However, you will still be responsible for payment of any remaining balance on your
account if such offset is inadequate to satisfy your debt.

5. Turn the debt over to a private collection agency for collection action.

6. Refer the debt to the Department of Justice for litigation.

7. Refer the debt to the U. S. Department of the Treasury for any of the above-described collection

actions.

Your check cashing and Military Star privileges have been suspended. If you voluntarily pay the
Civil Recovery amount shown above within 60 days from the date of this notice, these privileges
will be reinstated provided that there are no other delinquent debts. Amounts not paid within 30
days from the date of this notice will be reported to your Commanding Officer/Officer in Charge.
These civil proceedings do not prevent criminal prosecution for the alleged act of shoplifting.

If you file for bankruptcy before the debt has been paid, you must notify CGES/MWR Headquarters
immediately. Additionally, providing knowingly false information is punishable under federal
criminal laws, including the UCMJ, and may result in criminal prosecution and/or adverse personnel

actions.

Signature Block
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EXHIBIT 5-5

U._S. Department of
Homeland Security

Format this document locally

United States
Coast Guard

SSIC: (fill in)
(date)

Name of Person, (SSN)
Address
City, State Zip Code

CIVIL RECOVERY PROGRAM - FINAL NOTICE
Dear ,

This NAF activity has a report showing that on (date) you or your family member (fill in name)
was detained for taking from us (fill in by providing a description of the item(s) taken) without
permission and without paying for them. Federal law authorizes CGES/MWR to demand in
writing that you pay the following actual and administrative costs related to shoplifting, theft
detection and theft prevention, as applicable:

1. Actual costs: $ (fill in amount)
2. Administrative costs: $200.00
3. Total amount demanded: $ (fill in amount)

Upon request, a copy of the records relating to the debt is available from the CGES/MWR
Headquarters located in Chesapeake, VA, ATTN: Director of Administration at (757) 420-2480.

To repay your debt, please submit cash, check or money order to (identify location such as
cashier cage, cashier, or customer service) no later than 30 days from the date this notice is
mailed. For debts that exceed $400, a reasonable written repayment agreement may be available
if requested.

If you disagree with this demand, or believe that all or part of this debt is not valid or legally
enforceable, you must send a letter or evidence within 30 days to the Deputy Director of
Operations (DDO)/MWR Officer at the following address: (fill in name and address). The
DDO/MWR Officer will inform you of his/her decision.
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CIVIL RECOVERY PROGRAM SSIC

Date

This letter serves as notice that if you fail to pay your debt within 60 days of the date of this
notification, CGES/MWR may take the following actions as appropriate:

1.

SN

Assess interest and penalties under the provisions of 31 U.S.C. 3717. Interest shall be
applied 60 days from the date of this notice, at the Treasury, Tax and Loan (TT&L) rate.
Penalties shall be applied at the annual rate of 6%.

Disclose your indebtedness to a consumer-reporting agency under the provisions of 31
U.S.C. 3711. This information will include your name, address, taxpayer identification
number, amount and history of the debt.

Initiate collection action of this indebtedness through salary offset as authorized by U. S.
Coast Guard Pay Manual, COMDTINST M7220.29 (series), Chapter 11 for military
members, or from any U. S. Government Agency, if applicable, under provisions of 5 U.S.C.
5514.

Initiate action to offset the amount of your debt against any disbursement of the Department
of Treasury to which you may be entitled, to include offset against Federal Income Tax
refunds. This action is taken pursuant to the Deficit Reduction Act, 26 U.S.C. 6402(d), and
31 U.S.C. 3720A. However, you will still be responsible for payment of any remaining
balance on your account if such offset is inadequate to satisfy your debt.

Turn the debt over to a private collection agency for collection action.

Refer the debt to the Department of Justice for litigation.

Refer the debt to the U. S. Department of the Treasury for any of the above-described
collection actions.

If you voluntarily pay the Civil Recovery amount listed above within 60 days from the date of
the first notice, your check cashing Military Star privileges will be reinstated provided that there
are no other delinquent debts.

Notification of your Civil Recovery indebtedness is being sent to your Commanding
Officer/Officer in Charge.

These civil proceedings do not prevent criminal prosecution for the alleged act of shoplifting.
If you file for bankruptcy before the debt has been paid, you must notify CGES/MWR
Headquarters immediately. Additionally, providing knowingly false information is punishable
under federal criminal laws, including the UCMJ, and may result in criminal prosecution and/or
adverse personnel actions.

Signature block
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EXHIBIT 5-6
U._S. Department of
Homeland Security

United States
Coast Guard

Format this document locally

SSIC
Date (fill in)
MEMORANDUM
From: Reply to
Attn of:

To:  Commanding Officer
Subj: CIVIL RECOVERY INDEBTEDNESS - (FILL IN NAME AND SSN)

1. On (date) the above named individual or a family member (fill in name) was detained for
taking from us (fill in by providing a description of the item(s) taken) without permission and
without paying for them. Federal law authorizes CGES/MWR to demand in writing that the
debtor pay the following actual and administrative costs related to shoplifting, theft detection
and theft prevention:

a. A. Actual costs: $ (fill in amount)
b. B. Administrative costs: $200.00
c. C. Total amount demanded: $ (fill in amount)

2. Despite our previous notice, mailed to the individual, the civil recovery, identified above
remains unpaid. Prior to initiating an involuntary collection action, CGES/MWR is required
to notify you of this debt and solicit your assistance in collecting payment. If the individual
is no longer under your command, please forward current information as to their status or
location.

3. If the indebtedness has not been paid within 60 days of the date of the first notice to the
individual, CGES/MWR will take the following actions as appropriate:

a. Assess interest and penalties under the provisions of 31 U.S.C. 3717. Interest shall be
applied 60 days from the date of this notice, at the Treasury, Tax and Loan (TT&L) rate.
Penalties shall be applied at the annual rate of 6%.

b. Disclose this indebtedness to a consumer-reporting agency under the provisions of 31
U.S.C. 3711. This information will include the name, address, taxpayer identification
number, amount and history of the debt.

c. Initiate collection action of this indebtedness through salary offset as authorized for
military members, or from any U.S. Government Agency, if applicable, under provisions
of 5 U.S.C. 5514.
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CIVIL RECOVERY INDEBTEDNESS SSIC
Date

d. Initiate action to offset the amount of the debt against any disbursement of the
Department of Treasury to which you may be entitled, to include offset against Federal
income tax refunds. This action is taken pursuant to the Deficit Reduction Act, 26 U.S.C.
6402(d), and 31 U.S.C. 3720A.

e. Turn the debt over to a private collection agency for collection action.

Refer the debt to the Department of Justice for litigation.

g. Refer the debt to the U. S. Department of the Treasury for any of the above-described
collection actions.

jar]

4. 1If the authorized patron voluntarily pays the Civil Recovery amount listed above within 60
days from the date of the first notice, his/her check cashing and Military Star Card privileges
will be reinstated provided that there are no other delinquent debts.

5. These civil proceedings do not prevent criminal prosecution for the alleged act of shoplifting.

6. Thank you for your assistance in this matter.
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EXHIBIT 5-7

U._S. Department of
Homeland Security

United States
Coast Guard

Format this document locally

SSIC (fill in)
Date:

Name of Person
SSN
Address
City, State Zip
RE: CIVIL RECOVERY PROGRAM - PAYMENT
Dear s

This acknowledges receipt of your payment of $ (fill in amount) on (fill in date).

You are hereby released from further civil liability under the NAF Civil Recovery Program for
the shoplifting incident that occurred at this NAF activity on (fill in date)

Signature block
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EXHIBIT 5-8

U._S. Department of
Homeland Security

Format this document locally.

United States
Coast Guard

SSIC (fill in)
Date:

Name of Person
SSN

Address

City, State Zip

Dear ,

On (fill in date) (you or your family member) were detained for taking from us (fill in by
providing a description of the item(s) taken) without permission and without paying for them. In
accordance with CGES/MWR Civil Recovery Program, the store manager demanded $(fill in
amount) for the actual and administrative costs of the shoplifting. You wrote to me stating that
(fill in reason why the individual believes s/he should not pay civil recovery).

I have reviewed the shoplifting incident and considered your explanation. (I find no reason to
grant a waiver of your indebtedness under the Civil Recovery Program.) OR (I have determined
to waive your indebtedness under the Civil Recovery Program for the following reason: fill in

reason).

This is the final CGES/MWR decision on your indebtedness under the Civil Recovery Program.

Signature block
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CHAPTER 6. USE OF APPROPRIATED FUNDS FOR COAST GUARD NAF PROGRAMS
A. Introduction.

1. Policy governing the use of appropriated (APF) and nonappropriated funds (NAF) to support
Coast Guard NAF programs is based upon several sources, including; Federal statutes,
Comptroller General decisions, and the Financial Resource Management Manual, COMDTINST
M7100.3 (series). Policy and guidance specific to each NAF program (CGES, MWR and CDC)
are provided in their respective directives or operating manuals.

2. Differentiation between CG MWR and CGES is necessary. Coast Guard MWR is authorized to
widely use appropriated funds for the mission sustaining and basic community support activities
that include Child Development Centers. CGES and MWR resale and business operations are
authorized less appropriated fund support due to their revenue-generating capabilities. However,
regardless of whether the NAF activity generates revenue or not, certain appropriated fund
support is authorized, consistent for all CG NAF activities.

B. Facility and Project Funding.

1. CGES equipment and facilities need to be purchased, constructed, and maintained at an
acceptable level to provide the infrastructure necessary to support NAF programs. Commandant
(G-WPX) maintains a Capital Improvement Program for CGES. This program is independent of
the appropriated fund budget cycle.

2. Funding for CGES projects in the Capital Improvement Plan and for routine repair and
maintenance projects may be provided from both appropriated and nonappropriated sources.

3. Funding for MWR projects and routine repair and maintenance is provided from AC&I, AFC-43,
and AFC-30 sources or local nonappropriated funds, if available.

C. Policy. Exhibit 6-1 defines APF and NAF expenses and identifies authorized funding sources.
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EXHIBIT 6-1

AUTHORIZED APPROPRIATED FUNDS EXPENSES

Expense Appropriated Fund Support Authorized
1. Personnel Pay and Benefits.

2.

4,

a. Coast Guard members and Civil Service personnel............ccoecvevieeiienieeiiienieeieerie e YES
D, INAF PEISONNEL. ..c.eeiiniiieiiiiiie ettt ettt ettt et e et e et ee st e e st e esbeenseesaseenseesssesnseas NO
Travel.

a. Permanent change of station (PCS).

1) Military and full-time Civil Service personnel ...........cccccoecvieriiiiiiiniiiiiienieeeee e YES

2) Full-time NAF personnel or new hires authorized this...........ccccoeoeiiiiiniiniiiinicnciienee NO
entitlement in transfer or hiring documentation.

b. Temporary Duty (TD).

1) All military and Civil Service personnel, regardless of reason for the travel................... YES
2) NAF personnel, if travel is directly related to command and control,.............ccceeveeeneee. YES
other official Coast Guard business, or compliance with Coast Guard

(versus NAF) programs or policies.

c. Local travel of military or civil service personnel for non NAF..........ccoccoviiniiiiniininennns YES
business (e.g. military medical or administrative processing).

Training and Education.

a. If directly applicable to command and control responsibilities, .........ccceeeriereeviinienerniennns YES
regardless of whether the attendee is APF or NAF compensated.

b. When command or higher authority directs or mandates attendance ..............ccccceevveeevienennn. YES
in conjunction with programs common to all personnel of the unit, district, or
Coast Guard (e.g., training on diversity or sexual harassment).

Vehicles.

a. Coast Guard owned or leased vehicles used for command and ........ccceeeeeeeeeeeeeeeeeeeeeeeeeeeeenn. YES
control, unit support, or other official CG business.

b. NAF OWNed OF 1€aSEA VEIICIES. ... ..o e e e e e e e e e e e eeeees NO



5. Transportation of Items.

a. APF-purchased equipment, supplies and commOdities. ..........ccceevveriereriierieneniienienenieneens YES

b. NAF-purchased equipment, supplies and commodities.

1

2)

3)

4)

5)

Shipment of items purchased with NAF, but.........cccccoooiiviiiiiiiniiiicceeeee

authorized for procurement with APF.

Resale merchandise transported from a CONUS sea or aerial port to an overseas
port of debarkation by a vendor,

In overseas areas, the inland movement of U.S. resale goods from port of............

debarkation to destination, or from a NAF logistical support point to destination
when commercial transportation is not readily or feasible available.

Movement of merchandise, equipment, and supplies between..........c..cccoeeveennnee.

Coast Guard bases because of base closure/relocation, or to safeguard
goods under emergency conditions, e.g., natural disaster.

At a unit, the relocation of merchandise, equipment, or supplies.............cccueenennee.

required due to the maintenance or repair of
the facility if the maintenance or repair work is authorized
for APF support in expense items 12 or 13 below.

c. Household Goods. Authorized shipment of goods for:

1) Military and full-time Civil Service personnel. ...........cccccecerieririinienienenieeeeeeeeee YES

2)

6. Purchase and Resale of Uniform Merchandise. Overhead and operating costs

NAF personnel in pay band 4 or higher positions or including ............cccccecveneeee.

promotions and new hires. Also includes relocation of existing
NF4 or higher positions.

incurred in managing, distributing, and selling standard issue military
clothing and accessories. This does not include merchandise procurement

costs. Overhead and operating costs are funded by reimbursement
from AFC 30 funds.

Equipment and Supplies Purchase/Rental. Costs of equipment,

furnishings, and expendable items. Items required for command
and control purposes or authorized for APF funding in expense items
18 through 20, below.
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8.

10.

11.

Equipment Maintenance and Repair.

a. Government-owned (APF purchased) equipment. ............cocceeviieiieniiiiieniieiee e YES

b. Equipment purchased with non-appropriated funds, but............cocevirieniiiiniiniieee, YES
installed as an integral component or system in a building
for which maintenance is supported by appropriated funds.

Use of APF is subject to restrictions listed in the Financial
Resource Management Manual, COMDTINST M7100.3 (series).

c. All other. Work indicated as initially supported by NAF may.........ccceccveviieiieniieiiiiieeieeee NO
be performed under APF by using Coast Guard (APF) labor
and materials, subject to NAF reimbursement.

Purchase of Real Property. For purposes of applying this guidance, ...........ccccevvieiiienieeiiennnnns YES
real property is defined as privately owned land/and or non-portable

buildings or facilities. Real property is not to be purchased without the

written approval of Commandant (G-WPX). It must be essential for command

and control functions.

Real Property and Facility Leases and Rentals. No leases of real property, portable or non-
portable buildings or facilities, or additional spaces associated with currently leased facilities or
installed equipment or other legal instrument shall be entered into without express written
approval of Commandant (G-WPX).

a. Any area outside of the 48 continental United States (OCONUS).......cccccvvevviieerieeecieeenieenne YES

b. Facilities space required for command and control purposes When............cceeceeeeveerveecieennnnns YES
located separately from NAF operating spaces.

Construction. Building, installing, or assembling a new facility; adding, expanding, extending,
altering, converting, or replacing an existing facility; or, relocating a facility. This includes
equipment installed in and made a part of such facilities; related site preparation, utility trunks,
parking lots, roadways, sidewalks, landscaping, and other external support requirements or land
improvements associated with building construction.

a. Facilities space required for command and control purposes when............ccceeeeviiniincnncnnns YES
located separately from NAF operating spaces.

b. Overseas NAF logistical facilities used to directly SUPPOTt ......c.covveeciierieeiiierieeiierie e YES

military mission, such as administrative offices, storage and
maintenance facilities, laundry and dry-cleaning plants, etc.
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12.

c. Common support infrastructure (e.g., parking lots, Utility ..........cccevveieiiiriiieiieniicieeieeee YES
systems, roadways, landscaping, and sidewalks) which
will support other facilities or activities in addition to the
NAF facility.

d. Converting spaces for use as NAF facilities when CGXs are .......cccccveeevveeecieeniieesciee e YES
forced to vacate previously used spaces due to Coast Guard
needs. This pertains only to required structural, systems, and
safety code work to convert the building or space for effective
retail operations. It does not include interior finishing and

outfitting.

e. All other construction. A NAF project may be performed..........c.ccoveviieiiiiiiieniieniieieeieeee NO
using Coast Guard (APF) labor and materials subject to NAF
reimbursement.

f. Commercial ventures and franchise operations require private or ............cceeceeeeveereeerveenneennns N/A

non-government funds; APF & NAF are not authorized.

Building Maintenance and Repair. Maintenance and repair work is defined as work required to:

o Ensure the structural integrity of buildings and their integral systems (including safety and
alarm systems, equipment and components, electrical, mechanical, heating and air
conditioning, plumbing, roofing, foundation, doors, windows, etc.),

e Prevent or correct safety deficiencies,
e Meet safety and health requirements,

e Correct conditions or damage resulting from the failure of integral systems or installed
equipment, and

e Preserve building exteriors.

a. Work required to execute a project not directly associated..........ccccoeceeveeviniiiniininiieneeninnns YES
with the NAF building or CGX operations.

b. Work required to correct construction code, safety, health or............c.ocoveveiiiiiiiiiniiniee, YES
environmental deficiencies, regardless of funding source of
original construction.

c. Work required on a building acquired with appropriated funds ...........cccceceeeieriiiiieninennnne. YES
or obtained by Title 10 or similar property transfer, except for
such buildings acquired individually (rather than as part of a
larger “package”), and specifically to operate a CGX.
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13.

14.

d. Work required for a building originally constructed with nonappropriated..............cccceeeunenee. YES
funds located on Coast Guard property. Use of APF is subject to
restrictions listed in the Financial Resource Management Manual,
COMDTINST M7100.3 (series).

e. All other. A NAF project may be performed using Coast Guard ..........cccceeeveeevveeniieencreeennnenn. NO
(APF) labor and materials subject to NAF reimbursement.

Maintaining and Repairing Interior NAF Spaces. Maintaining and repairing NAF spaces is
defined as work required to:

e Maintain interior spaces, including outfitting and furnishings, in acceptable physical
conditions, and

e Correct conditions or damage resulting from the failure of equipment or systems.

Within this context, “spaces” are defined as the interior areas used for CGX operations within
the buildings discussed in expense 12 above.

a. Damage resulting from structural, integral SyStems O ..........ccceveevieriieriinenieneeieeeereeiesene YES
utilities deficiencies or failures in buildings authorized

for APF maintenance and repair.

b. Damage resulting from CGES equipment (not part of building...........cccceeveeviininiiniininnennne NO
structural or integral systems).

c. Spaces used for both CGX and non-CGX purposes:

(1) Work directly or primarily attributable to the ...........cccooeiiiieiiiieeiie e YES
non-CGX use of the spaces.

(2) All other. A NAF project may be performed using Coast Guard............cccceeeveevverirenneennen. NO
(APF) labor and materials subject to NAF reimbursement.

Grounds and External Support Systems Maintenance and Repair. All work necessary or

appropriate to ensure the proper appearance, condition, or capabilities of utility runs, parking
lots, roadways, sidewalks, grounds, and other external support requirements or improvements
associated with NAF facilities.

a. At Coast Guard bases and at other Coast Guard sites that support or carry out mission needs
such as housing complexes:

(1) Grounds (1.€. Erass CULtING, €LC.) ..c.ueerrurrririeeiiieeiiieerteeesrreesreeesaeeeereeesreessreesseeesseeensses YES

(2) Common support infrastructure, e.g., systems which support..........ccceeevveeeeieencieeenveeennee. YES
other facilities or activities in addition to the CGX facility.



15.

16.

17.

b. At non-Coast Guard sites acquired with NAF specifically for..........cccoovvievieniiiiiiiniiiiieiee. NO
use as CGX facilities, such as a former commercial building.

Environmental Compliance.

o

. Restoring contaminated real property under acquisition for NAF use:

(1) If being acquired with appropriated funds...........ccoeeiiieriiiieniieeieeee e YES
(2) If being acquired with nonappropriated funds...........cceeevviieriieeriieecieeee e NO
b. Required operating permits, equipment, and SYSTEM..........ccccueieriieeriieeeriieerreeereeeieeeevee e NO
c. Paying fines for non-compliance with regulations. ...........cccecveeviiieeriie e NO

d. Correcting contamination that occurs after operations have begun:

(1) If government-owned (regardless of purchase funding...........ccccceeeevieeiieeccieeeie e, YES
source) or Coast Guard-leased property.

(2) If CGES/CGX-1€aSed PrOPEILY. ...vieiieeiiieiieeiieiieeieesite et e sieeeteesieeeaeesieeesbeesaeesseessaeenseenens NO
e. Work may be performed using Coast Guard (APF) labor and materials, ..........cccceverveennenen. NO
subject to NAF reimbursement.
Utilities.
A. All OCONUS ar€a aCtIVITIES. ....verveeieeiieetieteeieetterteeteette it eteseee st e e etesteebeseeesaeebesneesseensesneens YES
b. CONUS command and control spaces located separately from ...........cccoeeveveiieiieeiieeniennnnn, YES

CGX operating spaces and other NAF activities.

c. All other CONUS CGES activities. (May be paid initially with .........ccoceviiiiniininniniiee. NO
APF, subject to NAF reimbursement.)

Custodial/Janitorial Services.

a. For command and control spaces located separately from...........c.cccceeeieriieciieniiiiienieeeene, YES
NAF operating spaces.
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18.

19.

20.

21.

22.

b. All other. Work supported by NAF may be performed using...........ccceevvevevienieniiienieniiienneens
Coast Guard (APF) labor and materials subject to NAF reimbursement.

Telephone Services.

a. One line/extension and instrument, with government 1ong............cccceevviieeiiieeiieeecie e,
distance call capabilities, for NAF Manager to use in conducting
command and control and other official Coast Guard business.

b. Other lines/extensions, instruments, and capabilities as..........ccecveeeriieerieeeiieeeieeeee e
commands deem necessary to ensure the efficient conduct
of command and control and official Coast Guard business.

Computer systems/equipment.

a. One Coast Guard standard work station for NAF Manager to.........cccceeeveeeviveenciieencieeeeiee e
use in conducting command and control and other official Coast
Guard business.

b. Other Coast Guard standard workstations as commands deEm ..........covvvemmmeeeeeeeeeeeieeeeeeeeeees
necessary to ensure the efficient conduct of command and c